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BACKGROUND

The State’s Prompt Payment Law (s. 16.528 and 16.53(2)(11)) provides for
payment of interest on state order and contract payments that are not made in
a timely manner.  Payments are timely if mailed within 30 calendar days after
receipt of a properly completed invoice or receipt and acceptance of the
property or service under the contract, whichever is later.

The Statutes require that if a payment is not paid in a timely manner, then
interest expense accrues from the 31st day after receipt of the invoice or
receipt of goods and services, whichever is later.

POLICIES

1. Whenever possible, cash discounts for prompt payment (e.g., 2% 10
days/net 30) should be taken if payment can be made in the time allowed.
If payments are not made within the allowed discount period, discounts
should not be taken.

2. Each organization shall establish time frames and processing standards
in order to meet the prompt payment deadlines.  These standards should
provide for priority payment of those invoices which would cost the most
interest if not paid in a timely manner.  These standards should be
reviewed periodically to determine whether changes are needed to meet
the deadlines.

Once a document is keyed into the fiscal system, the processing time to
produce the check and get it in the mail is 7 calendar days.  Given this
requirement, each organization has up to twenty three calendar days from
the acceptance of the goods or services received or the date the invoice
was received (whichever is later) to have the invoice keyed into FMS. 
If the receipt and acceptance of goods is later than invoice date, this
should be clearly indicated on the invoice document.

3. The Statutes also require that interest is paid at the rate specified in
s. 71.82(1)(a), and it requires that interest be compounded on a monthly
basis. Currently, the interest rate specified in s. 71.82(1)(a) is 12%
per year.  An Interest Calculation Table (Attachment C) is provided
which identifies the interest factor to be used in determining the
amount of interest expense based on compounding interest monthly.

4. Prompt payment of invoices within 30 days of receipt is expected for all
payments to vendors of goods or services.  Where a vendor-vendee
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relationship does not exist, although timely payment is desirable,
prompt pay does not apply.  Payments made for the following are also
exempt:

a. State and non-state employes for reimbursement of
expense;

b. Aids payments to individuals and organizations;
c. Local assistance payments;
d. Other units of government (other state agencies,

counties, cities, etc.);
e. Orders or contracts (or portions thereof) which are made from

federal funds;
f. Good faith disputes and improper invoices;
g. Interest penalties under $5.00;
h. Orders or contracts where consequences of nonpayment are

provided;
i. For several commodities, such as electric service,

penalties exist in regulations and supersede the
Statute.  Retainage on construction contracts is often
provided for by agreement so these also would supersede
Statute;

j. Vendor agreements to pay invoices cumulatively.

Interest penalties under $5.00 are considered immaterial and may be
disregarded unless the vendor requests the payment .  The vendor may make
the request either specifically or generally and either before the
potential occurrence or subsequent to its accrual.

If the invoice is 100% exempt from Prompt Payment, the preparer should
state "Prompt Payment Exempt," and the reason it is exempt, on the
invoice, the voucher form DMS-138 or the face sheet, and no further
examination is required. 

Under s. 16.528(3)(c), Badger State Industries is NOT exempt from prompt
pay requirements, as are other agencies under (d) above.  As a result,
DHFS is required to pay interest on prison industries invoices paid
after thirty days, and Badger State Industries is required to pay
interest on DHFS invoices not paid within thirty days, unless otherwise
exempt, such as federal funds or disputed payment.

When there is a good faith dispute on an invoice or on the receipt of
goods, the Statutes provide that if the vendor is notified within 30
calendar days of the invoice or receipt and acceptance of goods or
services or the invoice (whichever is later), interest penalties do not
apply.  "Acceptance" is when the goods or services meet the conditions
and terms of the purchase, not when it is delivered to the receiving
dock.  Often acceptance of major equipment is when it is put into
service. 

Attachment B is a sample letter, which should be followed for
notification of a dispute.  A good faith dispute includes faulty goods
or unsatisfactory service.  When listing the reasons for the dispute,
list every one, not just the first one identified.

"Good Faith Dispute" means a contention by an agency that goods
delivered or services rendered were of a lesser quantity or quality than
ordered or specified by contract, were faulty, or were installed
improperly; or any other reason giving cause for withholding of payment
by the organization until the dispute is settled.
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In order to avoid payment penalties on an improperly completed
invoice, a written notification must be sent to the vendor giving
the reasons it is improper.  This notice must be sent within ten
(10) working days of receipt of the improper invoice.

If there is a dispute or an improper invoice, a copy of the notification
letter must be attached to the voucher.  If an invoice has been
misrouted because of the vendor's failure to properly address the
invoice, the date received at the proper address will be the receiving
date.  A written notification must be sent to the vendor identifying the
improper address.  A copy of the notification must be attached to the
voucher.

Late payments using federal funds will be excluded from payment of
interest.  Where federal funds are to pay an invoice either by an
immediate charge to a federal appropriation or eventually through a
clearing account or other mechanism, the interest penalty exclusion is
to be based on the federal match ratio in the grant or contract
document.

5. Documentation is needed to indicate when the goods/services are
received, if it is after the invoice date.  A receiving stamp, receiving
report, or receipt signed and dated should be included with the voucher.

6. When a vendor does not want to be paid on individual invoices, but on
the basis of a monthly statement, it is the responsibility of the
organization to obtain a written agreement to that effect.  A copy of
the agreement should be attached to each voucher when processed.  

7. Per FMS PROCESSING 5.0 (Submission of Vouchers to BFS) , all invoices are
required to be date stamped when received.  However, if for any reason
there is no date stamp indicating when the invoice was received, the
invoice date will be used as the receiving date.  This will result in
fewer days available to process the invoice.

8. The payment for prompt payment interest should be charged to the account
class code 32000.

PROCEDURES FOR CENTRALIZED ORGANIZATIONS

The Accounts Payable/Preaudit (AP/P) section within BFS will review the
centralized organizations’ invoices for prompt pay when they are being
processed for payment.  Whenever an organization cannot process an invoice
within the allowed time frames, the AP/P section will complete a Form DMS-739
(Prompt Payment Compliance Attachment) which will be attached to the invoice
being paid.  See Attachment A for detailed instructions on completing the Form
DMS–739.  The form should be completed including a reason for the late payment
and appropriate signature.

The AP/P section will add the interest due a vendor to the invoice amount
being paid so that the vendor will only receive one check.

The AP/P section is responsible for monitoring invoices which cannot be
entered into FMS due to a processing reason such as coding or a budget problem
within FMS.  In these situations, the AP/P section will review the invoice to
determine if interest is due.  If so, they will calculate the interest and
process it with the invoice amount.
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PROCEDURES FOR DECENTRALIZED ORGANIZATIONS

The decentralized organization is responsible for identifying invoices, which
should have prompt pay calculated on them.  This should be done by putting a
notation on the voucher face sheet when it is being returned to the AP/P
section.  This note can be placed in the comment section of the face sheet and
can say “Review for Prompt Pay”.  If the organization has completed the DMS-
739 prompt pay form in the past, they may continue to do so. The prompt pay
form should be attached to the face sheet when it is being returned to the
AP/P Section.

The organization should only pay the amount of the invoice at this time.  If
prompt pay interest is due to the vendor, the Bureau of Fiscal Services will
pay it at a later time.

After the AP/P section is finished with the original voucher, it will be
forwarded to the Lead Accountant for the organization.  The Lead Accountant
will review the invoice and determine if prompt pay is due the vendor.  If so,
they will calculate the amount and process a separate voucher through the AP/P
section for the prompt payment interest amount.

The delegated organizations should continue to return all the face sheets and
invoices to the AP/P section.  The AP/P section will forward any face sheets
with a prompt pay question to the Lead Accountant.

WISMART REJECTS

The Lead Accountants are responsible for clearing WISMART rejects.  If a
WISMART reject occurs, the respective Lead Accountant has 3 days to clear the
reject.  Should there be a delay beyond the three days, the Lead Accountant is
responsible to review the invoice for prompt pay.  If prompt pay is due, the
Lead Accountant is responsible for calculating the interest due and completing
the DMS-739 form. 

The Lead Accountant is to provide the prompt payment form to the AP/P section
so that they can make the payment to the vendor.

ANNUAL REPORT

The Statute requires submission of an annual report of interest paid by each
state agency.  This report is due to DOA on September 30 of each year.

The Special Services and Financial Statement section within the Bureau of
Fiscal Services will prepare this report based on a summary of all
payments made using expenditure code 32000 and information on the DMS-
739.  The annual report is required to include the following information:

! total number of vouchers on which interest was paid,

! total number on invoices on which interest was paid,

! total dollars of interest paid,

! major reasons why interest payments needed to be made,
(Organization's Responsibility)

! our corrective action plan which indicates how we will
reduce the number and amount of interest paid.
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! NOTE:  One voucher may pay multiple invoices but prompt
payment interest is calculated on a per invoice basis.

REFERENCES

Wisconsin Statutes, Sections 16.528, 16.53 (2),and 16.71 (1)
FMS PROCESSING 5.0 (Submission of Vouchers to BFS)
INSTITUTION ACCOUNTING 1.0 (Procedures for Contingent Accounts)

ATTACHMENTS

A Instructions for Completing DMS-739 (Prompt Pay Compliance Attachment)
B Dispute Letter Sample
C Interest Calculation Table

CONTACT PERSON

Sally Acuff, Chief
Special Services Section
(608) 266-9576
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For Decentralized Organizations the Business Manager is responsible to
complete items C through S excluding shaded areas (A, B, and O).

For Centralized Organizations, the AP/P staff will complete items A
through Y.

C.  Org. Number: Enter 3-digit organization number.

D.  Org. Name: Enter organization name.

E.  Voucher Number: Enter the voucher number shown on face sheet or
Invoice/Credit Memo Input Form (DMS-138).

F.  Invoice Amount: Enter the net invoice amount.

G.  Invoice Number(s): Enter the invoice number, which is subject to
prompt payment.

H.  Invoice Amount
  Subject to interest: Enter the portion of the invoice amount subject to

interest.  Do not include amounts from federal    
appropriations.

I.  Invoice Amount NOT
  Subject to Interest:  Enter portion of the invoice amount not subject to

interest.  See FMS PROCESSING 5.1 regarding exempt
payments.

J.  Days in Organization: Enter the number of days held by the organization
subsequent to receipt of invoice or receipt of
goods/services (whichever is later).

K. and L.
  Processing time and
  Mailing time: Enter the normal time required for processing time

(includes mailing time and weekend time).  This now
takes 7 calendar days.

M.  Estimated No Days
  Late: Enter the sum of days in organization and

processing time (7 days), less 30 days to arrive at
the estimated number of days late.

N.  Late Payment
  reason(s): Enter the reasons for late payment.  This will be

used later for the report to DOA required by
statute.

O.  Amount: BFS staff shall enter the appropriate interest
amount for each account distribution line.

P.  APP: Enter the appropriation code related to interest
charge.

Q.  Center: Enter the center code related to interest charge.

R.  %: Enter the percentage if the interest is to be
charged to more than one account distribution line.



FMS 5.1
Page 8 of 11

S.  Signature/Date: Signature of authorized person and date of
submission.

NOTE: BFS Staff is Responsible to Complete Item T Through Y
and Shaded Areas (Item A, B, & O)

T.  Amt Subject to Int: BFS will enter the amount from item H.

U.  Interest Factor: BFS will enter the interest factor.

V.  Interest Payment: BFS will calculate and enter the amount of interest
to be paid.

W.  Actual Number of
  Days Late: BFS will enter the number of actual days late.

X.  Action taken to
  avoid interest: BFS staff will record action taken.

Y.  Signature/Date: BFS Lead Accountant will sign document and date
when they complete form for decentralized
organizations.

For centralized organizations, staff person in the
AP/P section will sign document.
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ATTACHMENT B

Vendor Name
Address

Re: NOTICE OF DISPUTE ON PAYMENT

Pursuant to Wisconsin Statute Sections 16.528 (3) (e) and 16.53 (2), notice is
given that payment will not be made until the item below is resolved. 
Wisconsin law requires that notice be given within 10 days if the dispute
involves an improperly completed invoice and 30 days if for other "good faith"
reasons.  Receipt of this letter constitutes notice under Section 16.528 and
no payment of interest shall be required for this invoice.

Invoice Number             Amount           

Reasons:

Please contact                            at                         
                           (Name)                        (Telephone)         
to resolve payment on this issue.






